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Squared		 0.0070180287	 0.0112201046	 0.0043468216	 0.0064694769	 0.0170352799	 0.2257165912	
Minimum	R	
Squared		 0.0000000315	 0.0000001100	 0.0000000289	 0.0000001361	 0.0000001568	 0.0000005115	
Maximum	R	
Squared	 0.1004097829	 0.0961602613	 0.0315362923	 0.0918668803	 0.1048305676	 0.9197047292	
Standard	
Deviation	 0.0113361059	 0.0148745161	 0.0042322892	 0.0103195552	 0.0204097149	 0.2656483104		 	Since	the	R2	values	and	standard	deviation	are	low	for	scenarios	1	through	5	there	is	minimal	correlation	between	the	dependent	and	independent	variables.	Therefore	a	statistical	model	using	regression	analysis	to	estimate	the	relationship	between	the	OCIF	application-based	grant	and	2015	FIR	data	points	and	to	predict	future	grant	amounts	was	not	predictive.	Appendix	A	contains	the	full	computation	for	all	data	points.	To	test	the	concept,	the	2015	formula-based	grant	was	also	run	though	the	same	computation.	Scenario	6	produced	significant	R2	values	and	standard	deviation,	which	was	to	be	expected	since	the	Province	uses	similar	data	to	calculate	the	formula-based	OCIF	grant	amounts.		Since	this	methodology	was	not	effective	to	predict	the	OCIF	application-based	grants	using	regression	analysis,	further	analysis	was	performed	using	the	FIR’s	key	performance	indicators	for	all	municipalities	for	the	years	2011	through	to	2015.			
Analysis	of	Key	Performance	Indicators		 Key	performance	indicators	(KPI)	measure	how	well	an	organization	is	achieving	critical	organizational	objectives.	The	Ministry	has	developed	six	KPIs	to	assess	the	financial	health	of	municipalities:		
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1) Operating	Surplus	Ratio:	The	Operating	Surplus	Ratio,	expressed	as	a	percentage,	is	an	indicator	of	the	extent	to	which	revenues	raised	cover	operational	expenses	only	or	are	available	for	capital	infrastructure.	A	negative	ratio	indicates	the	percentage	increase	required	to	achieve	break	even.	Operating	Surplus	is	calculated	by	dividing	a	municipality’s	net	operating	surplus	by	its	total	rates	(property	taxes,	user	fees,	and	service	charges)	revenue.	The	target	ratio	for	a	municipality	is	between	1%	and	15%.	A	ratio	over	15%	is	considered	advanced	by	the	Ministry.		2) Current	Ratio:	The	Current	Ratio	is	a	measure	of	a	municipality’s	ability	to	pay	short-term	obligations.	Current	Ratio	is	calculated	by	dividing	current	assets	by	current	liabilities.	The	target	is	greater	than	1:1	ratio.	3) Rates	Coverage	Ratio:	The	Rates	Coverage	Ratio	is	a	measure	of	the	municipality’s	ability	to	cover	its	expenditures	through	its	own	revenue.	Rates	Coverage	Ratio	is	calculated	by	dividing	the	total	rates	revenue	by	the	total	operating	expense.	The	basic	target	is	40	to	60%,	intermediate	is	60	to	90%,	and	the	advanced	target	is	greater	that	90%.		4) Debt	Service	Coverage	Ratio:	The	Debt	Service	Coverage	Ratio	is	a	measure	of	a	municipality’s	ability	to	service	its	debt	payments.	To	calculate	a	municipality’s	Debt	Service	Coverage	Ratio,	the	operating	surplus	before	interest	and	amortization	is	divided	by	the	sum	of	principle	and	interest	payments.	The	target	ratio	is	2.		5) Asset	Sustainability	Ratio:	The	Asset	Sustainability	Ratio	is	an	approximation	of	the	extent	to	which	a	municipality	is	replacing,	or	acquiring	new	assets	as	
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2011	 2012	 2013	 2014	 2015	
Operating	Surplus	Ratio	
(Target	0%	to	+15%)	 22.64%	 26.50%	 27.05%	 31.68%	 25.18%	
Current	Ratio		
(Target	>=	1:1)	 4.45	 6.30	 6.45	 7.30	 7.28	
Rates	Coverage	Ratio		
(Target	>=	40%)	 71.96%	 81.09%	 76.16%	 73.89%	 74.35%	
Debt	Service	Coverage	
Ratio	(Target	>=	2)	 4.61	 5.84	 5.62	 6.06	 5.35	
Asset	Sustainability	Ratio	
(Target	>90%)	 352.08%	 125.23%	 214.35%	 156.63%	 207.05%	
Asset	Consumption	







2011	 2012	 2013	 2014	 2015	
Operating	Surplus	Ratio	
(Target	0%	to	+15%)	 -61.84%	 -71.08%	 -60.25%	 -65.89%	 -49.96%	
Current	Ratio		
(Target	>=	1:1)	 3.31	 3.37	 2.87	 2.06	 2.89	
Rates	Coverage	Ratio		
(Target	>=	40%)	 46.11%	 45.25%	 45.99%	 47.90%	 49.61%	
Debt	Service	Coverage	
Ratio	(Target	>=	2)	 12.27	 8.37	 9.86	 8.03	 11.68	
Asset	Sustainability	Ratio	
(Target	>90%)	 27.16%	 26.56%	 24.74%	 38.81%	 42.13%	
Asset	Consumption	









2011	 2012	 2013	 2014	 2015	
Operating	Surplus	Ratio	
(Target	0%	to	+15%)	 -24.28%	 -3.96%	 -9.67%	 -5.10%	 11.42%	
Current	Ratio		
(Target	>=	1:1)	 7.92	 8.95	 10.72	 14.92	 11.29	
Rates	Coverage	Ratio		
(Target	>=	40%)	 51.43%	 60.32%	 57.93%	 58.85%	 57.92%	
Debt	Service	Coverage	
Ratio	(Target	>=	2)	 N/A		 N/A		 N/A		 N/A		 N/A		
Asset	Sustainability	Ratio	
(Target	>90%)	 86.08%	 47.69%	 83.27%	 38.21%	 127.85%	
Asset	Consumption	







2011	 2012	 2013	 2014	 2015	
Operating	Surplus	Ratio	
(Target	0%	to	+15%)	 -1.39%	 0.07%	 5.58%	 12.60%	 13.46%	
Current	Ratio		
(Target	>=	1:1)	 4.00	 4.09	 4.05	 5.04	 5.53	
Rates	Coverage	Ratio		
(Target	>=	40%)	 72.71%	 76.30%	 73.41%	 79.17%	 76.99%	
Debt	Service	Coverage	
Ratio	(Target	>=	2)	 N/A		 N/A		 N/A		 N/A		 N/A		
Asset	Sustainability	Ratio	
(Target	>90%)	 126.35%	 110.13%	 159.23%	 170.70%	 134.24%	
Asset	Consumption	





2011	 2012	 2013	 2014	 2015	
Operating	Surplus	Ratio	
(Target	0%	to	+15%)	 17.15%	 16.29%	 14.87%	 11.95%	 12.05%	
Current	Ratio		
(Target	>=	1:1)	 3.75	 4.04	 2.99	 2.49	 2.20	
Rates	Coverage	Ratio		
(Target	>=	40%)	 64.64%	 66.64%	 65.40%	 66.80%	 64.43%	
Debt	Service	Coverage	
Ratio	(Target	>=	2)	 4.33	 4.86	 4.28	 4.11	 3.91	
Asset	Sustainability	Ratio	
(Target	>90%)	 323.85%	 248.97%	 213.11%	 200.24%	 174.70%	
Asset	Consumption	










consideration	value	for	money	to	ensure	effective	use	of	resources.	Municipalities	are	creatures	of	the	Province	and	the	Province	needs	to	maintain	control	over	funds.	If	AMPs	were	standardized	the	Province	could	utilize	the	data	to	effectively	target	municipalities	that	are	in	need	of	infrastructure	assistance.	With	standardized	AMPs,	similar	to	the	FIR,	the	Province	would	have	an	effective	tool	to:	1) Target	municipalities	with	infrastructure	needs,		2) Measure	the	performance	of	recipients,	and	3) Hold	municipalities	and	Councils	responsible	for	capital	spending	and	infrastructure	deficits.			 	
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Conclusion	
	 Small	and	rural	municipalities	are	facing	infrastructure	deficits	due	to	the	inability	to	raise	sufficient	funds	through	property	taxes.	Federal	and	Provincial	governments	collect	92	cents	of	every	tax	dollar	and	must	step	in	to	re-distribute	revenues	to	local	governments	for	infrastructure	needs.		The	goal	of	this	research	was	to	determine	if	the	Province	has	enough	financial	and	statistical	data	available	to	execute	a	needs-based	grant	allocation	to	target	municipalities	with	infrastructure	needs	instead	of	an	application	process.	Currently,	the	Province	has	data	from	the	FIR,	which	contains	a	wealth	of	information	that	could	be	used	to	assess	the	financial	health	of	each	municipality.	The	data	from	the	2015	FIR	was	not	sufficient	to	provide	a	new	model	to	allocate	both	the	formula	and	application	components	of	OCIF.			 A	secondary	goal	of	this	paper	was	to	investigate	the	effectiveness	of	the	OCIF	formula	and	application-based	grant.	The	Province	does	use	data	to	allocate	a	portion	of	OCIF	through	the	formula-based	component	and	uses	an	application	process	to	allocate	the	balance.	However,	upon	review	of	the	financial	KPIs	of	municipalities,	there	is	an	indication	that	the	OCIF	process	is	not	benefiting	all	municipalities	equally	and	leaving	some	municipalities	behind.		While	no	revenue	re-distribution	method	is	perfect,	the	Province	can	do	a	better	job	allocating	funds	to	municipalities	with	real	infrastructure	needs	with	better	data.	A	standardized	AMP	would	give	the	Province	the	ability	to	target	municipalities	with	infrastructure	needs,	measure	performance	of	recipients,	and	
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hold	Councils	responsible	while	at	the	same	time	provide	municipalities	and	communities	with	much	needed	local	autonomy.			 	
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